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Abstract
Several rapid changes had taken placed in companies involved in a M&A process, especially when managerial practices are
encountered. Consequently, the management performance audit is an efficient analysed tool that quantifies how the
economic resources were used by shareholders. While the number of M&A has increased constantly, expect the financial
crisis period, not a proper documentation about the link between the M&A process and the managerial audit could be found.
The aim of this paper is to examine if corporate takeovers lead to an increase in firm performance and whether the company 
formance we can establish if he took the best decisions in 
measured either by quantitative or by qualitative variables. Our study aims to establish if there is a post-takeover long-term
performance for the companies supposed to a merger and acquisition process. The results indicate an improvement of 
financial indicators, as the impact of managerial audit performance cannot be denied.
© 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging
Markets Queries in Finance and Business local organization
Keywords: takeover, Management performance audit, Acquisitions, Accounting, firm performance
1. Introduction
Recent studies try to find out if acquisitions and takeovers provide real benefits for the target firms. As a
fact, this research points out if acquisitions and takeovers can improve a company performance and, if the
managers have something to do with the performance incensement or if the increased post-takeover 
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performance is only due to its correlation to the market. Secondly, the key determinants for this post takeover 
performance were tested using a classical regression model and a panel data one. 
Most merger and acquisition M&A studies have examined only the short-term market reaction to mergers 
and acquisitions announcements. This study examines the long-term operating performance, taking into 
consideration only the successful acquisitions and takeovers, leaving behind the tender offers that were only a 
simple intention. 
2. Literature review 
Most of the recent studies examine only the post-
contribution in obtaining those. For instance, Magenheim and Mueller 1988 examined the longer-term market 
reaction over a 60-month period after the acquisition and concluded that target firms performance is 
deteriorated. As a consequence, the gains of the target shareholders were only a simple transfer of wealth from 
the shareholders of the acquiring firm. 
In  another study, Healy, Palepu and Ruback 1992 examined post-merger performance using the operating 
cash flow return for 50 target and acquirer firms in years surrounding the M&A transaction, completed between 
1979 to mid-1984. The authors found out that the firms involved have significant improvements in post-merger 
asset productivity and moreover, there are significant differences in performance as it is affected by the 
industry where the company acts. Consequently, the industry sector was included in our study in order to 
determine if this can be a determinant key for the performance or not. 
On the other hand, not only the financial performance is important, but also the accounting perspective 
forms the audit point of view. As a fact, the managerial performance audit is define by the INTOSAI 
Accounting Standards as a measure independent with the activity, but which is connected with efficiency, 
efficacy and  economic terms as  Turlea, E showed on the Romania market. 
Due to performance characteristics, this study aims to detect if the managers contribution to the post-
takeover performance is important or not. In our opinion, if, at the end of a takeover process,, a shareholder 
takes control of a company holds more than 50% of the company shares, he can impose a manager who will 
agree with all his decisions and align with his future plans for the company as a fact, a long term decision 
making will be provided and proper improving financial performance of the target companies will be obtained. 
3. Database and methodology 
The purpose of this research is to identify if there are some important factors that affect the profitability of 
the company when it is supposed to a takeover process. Not only the financial indicators are important, but also 
other elements that can characterized the managerial performance taking into consideration the audit 
evaluation. 
The managerial performance audit is a concept that is definitely related with terms like efficiency, efficacy 
and economy. This aspect is specific to supreme audit institutions, but also it can be used in financial audit as 
the stakeholders are also interested in elements that define the performance of the company such as the audit 
evaluation of it. 
In order to point out the main idea of our study, two important techniques were used: firstly, a regression 
was realized and after that, a panel data was used. It is well known that the classical regression model provides 
information about the individual influence of independent variables, while a panel data model is focusing on 
information that characterized the entire sample included in the analysis. The main hypothesis that the study 
was based on was to establish if there is a connection between some financial indicators like, return of equity, 
return on assets, the evolution of turnover that influence the profitability of the company.  
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The principle through which the financial indicators were calculated was based on the date that the takeover 
process started. As a fact, the performance was established to be encountered in the financial indicators of the 
same year if the transaction took place in the first and second quarter of the year; otherwise the performance 
was measure using the forthcoming financial statements. 
Due to this idea, the financial indicators were determined using the following formulas: 
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while the second dummy variable was quantify as follow:  1 if the company is acting in the industry area and 0 
if it is acting in the service area.  
Not only the financial indicators are important, but also the sample which we used in order to establish the 
individual influences and the collectivity one of financial indicators as our dependent variable was considered 
the return on equity. 
The data was collected from 25 companies that were supposed to a takeover process from 2005-2011 from 
period when the process took place, but also for the previous one. The purpose was to identify if the takeover 
process has a positive or a negative influence upon the profitability of the company. 
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Table 1. Summary statistics 
  Mean Median Max Min 
ROE 32,62% 3,77% 776,17% -276,57% 
ROA 31,28% 4,87% 651,98% -232,32% 
Liquidity 354,37% 152,79% 1567,61% 5,83% 
%Turnover 273,36% 15,89% 2232,30% -88,30% 
Different 
President from CEO 0,36 0 1 0 
Percentage of 
share after the 
takeover 71,18% 69,20% 98,39% 0,5044 
Takeover effect 
(control premium) 65,80% 25,81% 517,28% -0,51657 
This table presents the descriptive statistics for the variable used in the model. The database consists of a 
number of 25 companies that were the subject of a takeover bid. These were all the takeover transaction from 
the Romanian capital market between 2005 and 2011 that ended with a change in the control of that company. 
Most of these companies are relatively small and are highly influenced by market. Also they are tradable only 
on the RASDAQ market and are characterized by lack of liquidity and this can explain the abnormal high or 
low values of some variables. 
For our panel model, a three year time period was used, one before and one after the takeover process. Both 
models used a linear relationship between the total equity of the company and the independent variables, but 
they differ when the interpretation is encounter.0 pt Here introduce the paper, and put a nomenclature if 
necessary, in a box with the same font size as the rest of the paper. The paragraphs continue from here and are 
only separated by headings, subheadings, images and formulae. The section headings are arranged by numbers, 
bold and 10 pt. Here follows further instructions for authors. 
4. Results and interpretation 
The results of our research were divided in two sections as two different models were provided. The first 
one is a classical regression model and its characteristics are summarized in the following equation: 
 
)(tliquidityentFromCEOrentPresid0.89*Diffenover)0.25*(%TurROE 1*12.0  (8) 
Due to the elements incorporated above, we can realize an economical interpretation.  As a fact, the 
increasing of turnover evolution with 1% generates better takeover performances, whiles the decreasing of 
liquidity from the previous year with 1%, and affects the takeover return on equity with 0.12%. A particular 
interpretation is realized for the dummy variable as it cannot be similar with the previous financial indicators. 
As a consequence, we observed that generally better financial performance is encountered in a takeover process 
if the president is different from CEO. This particular aspect is quite important as the persons who take on the 
dualist managerial system is provided. On the other case, if the president is the same person as CEO then not 
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only the deliberated errors, but also the unpremeditated ones can be hush up, as the transparency process is 
deeply affected. Moreover, other explanation can be provided if other elements are analyzed. Taking our model 
into consideration, will provide that the industry has no relevance for a takeover process, non the percentage 
gain by the main shareholder, non the take offer effect. In addition, the model is well described, as its R is 
different characteristics not only generated by the industry and area were they act, by their size, customers and 
supplies it is well accepted that the model should not have a valid constant term. Regarding these, it was 
rejected with a probability of 54,58%. 
The second example is focusing not only on the individual similarities, but also on the  overall elements 
from the  variables included in our observation. A panel data model can be estimated using several techniques: 
either the fixed effect method, either the random one. On the first case, there is considered that the constant 
fluctuate over time, while in the second one, the error term is that that has no constant evolution. The way of 
choosing them the way of evaluation depends upon the results offer by the Hausam test. In this case the null 
Hypothesis considers that there is no difference between a random effect and a fixed one, and the acceptance of 
it provides the possibility of estimating it using either technique. The main literature recommends however to 
use the fixed effects method if there are unbalanced data, while the other is used when all the data from the 
sample are provided. Nevertheless, there can be realized estimation related to cross-sectional effects or period 
effects. As period effects has generally no other information besides the period that is evaluated, it is prefer to 
use the cross-sectional valuation. 
Taking these elements into consideration, the following equation was estimated: 
 
ROALiquidityTurnoveriROE *0008.0*002.0*087.004.0  (9) 
 
The results provided above, illustrate that the fixed model points out the different characteristic of the 
companies analyzed, as the fixed period method provides no information because the time is invariant to all 
variables encountered.  The constant has a nonlinear evolution as the results shows. For example, the constant  
varies between -1.2 and 3.2, element that summarize the individual characteristics of the company such as 
management type, the size of the company, the difference between CEO and the president of the company. 
Moreover, if the Hausman test is applied, on the random effect estimation, the conclusion provided is that the 
influential of external effect is greater than 90% as the idiosyncratic coefficient show. 
From the economical point of view, the interpretation of our model, even if it is simple, it establishes some 
main characteristics of the companies that were implied in a takeover process. As a fact, the profitability gain 
by these companies in a tree year period was influence by the va
studied influenced the total profitability of them with 0.087 % at a percent rising. Nonetheless, the more 
importance discovered is that firm characteristic cannot be omitted as the total performance gained by this 
companies is primary affect by individual characteristics 
5. Discussion and conclusion 
The present study tries to point out if the performance obtained in the takeover process is influence by the 
audit estimation. It is consider that a proper managerial audit performance influence the financial performance 
of the companies. 
This study proposes a double model: a classical regression one and a panel one that was realized on 25 
companies from Romania Market. The main of our research is to identify if the performance gained in a 
takeover process improved upon the taking offer. We discovered that the liquidity of the company, the 
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difference between the president and the CEO member , the exchange in the companies turnover have a 
positive influence upon the performance obtained in a company. 
The lack of our study is that even though a 6 year period was analyzed, there are only 25 companies that 
were supposed to a take offer process. Moreover, the lack of transparency regarding their financial data, 
generates problems is estimating proper financial indicator. Another problem is due to the fact that nowadays 
the few companies are listed on the Bucharest Stock of Exchange  
Further research can be realized using comparing data from other emerging markets and moreover, applying 
the same technique on the acquisition and mergers market. Even though our sample is reduces, the authors 
consider that the managerial audit performances influence the financial performance of the company as a 
proper audit has to be realized not only before, but also after the acquisition/ takeover process. The lack of 
transparency of these companies affects in the end not only their financial indicators, but also the opinion that 
the shareholders have about that company, as intentional errors can provide the failure of their interests. 
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